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MR. PATTON: Okay. We're on the

record. This is Thomas M Patton, Deputy

Attorney General, speaking. It is 9:03 a.m

Monday, September 24, 2012. We are in the

government | aw offices
General's Office, 1300
California. Al so with

Deputy Attorney Gener al

of the Attorney
| Street, Sacramento,
me from the DOJ are

Jeffrey Rich and

| nvesti gator M chael Mattson, M A-T-T-S-O0O-N.

And you, sir,

if you could, give us

your name and spell your name for the record.

MR. VERARDO:

Yes. Denzil Verardo.

MR. PATTON: And how do you spell

your | ast name?

MR. VERARDO:

V- E- R- A- R- D- O.

MR. PATTON: And go ahead and spell

your first name al so.

MR. VERARDO:

D- E-N-Z-1-1L.

MR. PATTON: Okay. Gr eat . Thank

you.

MR. VERARDO: And by the way, if |
ask you to repeat, it's because | don't hear
well so --

MR. PATTON: You have a - -

MR. VERARDO:

Yeah, |I'm turned up,
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but if at any time | don't understood
something, I'll say --

MR. PATTON: Okay.

MR. VERARDO: -- say that again.

MR. PATTON: And that gives us all
the more reason to be careful to -- and it'l
probably require more caution on my part to
make sure | don't speak while you're speaking
or someone el se.

We are recording this in order to
have all the witness interview transcripts
transcri bed. Al'l the audio recordings will
end up transcri bed. And as | think you're
aware and | think we talked a little on the
phone, we've been asked -- the Attorney
General has been asked to investigate what was
reported in the newspapers and actually
reported originally by the Natural Resources
Agency to the governor's office as some
di sparities in funding reports submtted to
t he Department of Finance versus the reports
subm tted to the Controller. So we've been
| ooki ng hard at that. We' ve been | ooking at
the two accounts that were reported to have

di screpancies, the State Parks and Recreation
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Fund, which we've | earned to call for short
SPRF.

MR. VERARDO: That's right.

MR. PATTON: Okay -- and the Off
Hi ghway Vehicle Trust Fund, the OHV fund.

And we've been provided some
spreadsheets from the Department of Finance
t hat show us what the disparities are, and so
" m going to go over this for a mnute with
you so you can take a little bit of a |ook,
and then |I'm going to tell you something about
what we've | earned so far, and then we're
going to tal k about what was going on during
your tenure at the Department of Parks and
Recreati on.

Before we do that and start | ooking
at numbers, let's get a little bit of
background on you just so we can put your
service in the appropriate time frame.

MR. VERARDO: Okay.

MR. PATTON: So your background - -
your State employment history is -- kind of

begi ns and spans what time period?

MR. VERARDO: | began as a park
ranger in 1971. | retired from State Parks in
Page 4
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early 2003 as the Chief Deputy Director for
Admi ni stration. | went back to work as a
retired annuitant for the California
Performance Review for a year and a half, and
then as a favor to the Schwarzenegger

admi ni stration went back to work again as a
retired annuitant, full time retired

annui tant. That was the year that they
changed from the cal endar year to the fiscal
year on retired annuitants, so | could work
full time for six months, then full time for
anot her six months.

So I was the Chief Deputy Director
for the Department of Alcohol and Drug
programs for one year, left that and for four
years, as a retired annuitant, worked for the
California Environmental Protection Agency,
Department of Toxic Substances Control. Since
| ast, a year ago July, | have not worked for
the State of California except occasionally
doing interviews if they needed to hire a
deputy director or something |ike that.

MR. PATTON: And you're currently --
but you do currently serve as an appointed

member of some government body, right?
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MR. VERARDO:
Commi ssi on on Cost
whi ch

MR. PATTON:
appointed by whom?

MR. VERARDO:
Commi ttee.

MR. PATTON:

MR. VERARDO:

Two- and- a- hal f

Contr ol

years ago,

Yes. Senate Advisory

in Government,

is an appointed nonpaid comm ssion.

Okay. And you were

By the Senate Rul es

And when?

Good question.

maybe three.

MR. PATTON: Okay. So you started
as a park ranger in '71, and you say you
retired in early 2003 as the Chief Deputy
Director --

MR. VERARDO: For Administration.

MR. PATTON:
MR. VERARDO:
MR. PATTON:

-- for Admi nistration.
We have two.

Okay. And you

obviously ascended through quite a few

different positions

assume, outside of

for quite a while.
MR. VERARDO:

the -- |

MR. PATTON:

t hen.

the centr al

You wor ked, |
admi ni stration
For a

|l ong time, | was

can give you the synopsis --

Yeah.
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MR. VERARDO: -- quickly.

MR. PATTON: Sur e.

MR. VERARDO: Supervising started at
Bi g Basin Redwood State Park as the duty
ranger, supervising ranger of Mount Tamal pai s
State Park north of San Francisco,
superintendant of the Napa Valley State Parks,
tough assignment, and at our central coast
regi on headquarters as the Adm nistrative
Of ficer, four years at our training center
where we became post certified as our | aw
enforcement on the ranger side, then
superintendant of Monterey District, Big Sur
Santa Cruz District, San Juan Bautista, Santa
Cruz Mountains, Big Basin sector, and then up
to Sacramento as the Deputy -- the Assistant
Director for Quality Management for --

MR. PATTON: When did you first come
to Sacramento into Adm nistration?

MR. VERARDO: 1994.

MR. PATTON: Okay. As Deputy
Director for what?

MR. VERARDO: Assi stant Director for
Qual ity Management - -

MR. PATTON: Okay.
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MR. VERARDO: -- as doing
I mprovement efforts in the department,
particularly with regards to efficiency.

MR. PATTON: And you reported in
t hat position to whom?

MR. VERARDO: The Director.

MR. PATTON: Okay. So that was not
part of Admi n Services?

MR. VERARDO: That was not part of
Admi n Services. That was separate.

MR. VERARDO: Okay. All right. So
t hat was 19947?

MR. VERARDO: 1994. In 1995, |
became -- late '95, | think, Deputy Director
for Adm nistration. So that's when | began in

Adm n Services and became the Chief Deputy
Director for Adm nistration in 2000.

MR. PATTON: Okay.

MR. VERARDO: And Chi ef Deputy
Director versus Deputy Director of the Office
of Historic Preservation then reported to me
admi nistratively. So with the new chunks and
the reorganization, it became a bigger job
t han the Deputy Director.

MR. PATTON: So in '95 when you took
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over as -

think you said Deputy Director

for Adm nistration --

of the Ad

' ve seen

then seemed t

| guess t
begi nni ng

Chi ef Dep

Director

Mary - -

MR.
MR.
m ni
MR.
MR.

on

hi s
i n
uty
MR.
MR.
MR.
MR.
MR.
t hat
MR.
MR.

MR.
MR.
MR.

VERARDO: Yes.

PATTON: -- you were in charge
strative Services Division.
VERARDO: That's correct.

PATTON: And then -- because

the organization charts that you
o have kind of a dual title, and
is what you're tal king about

2000 you were designated also the
Director --

VERARDO: For Adm nistration.
PATTON: -- for Admi nistration.
VERARDO: Yes.

PATTON: You didn't --

VERARDO: Anot her Chi ef Deputy

'S exempt.

PATTON: Ri ght . Mary Wi ght.
VERARDO: Mary Wi ght, yes. And

PATTON: And she was - -
VERARDO: -- retired, yeah.
PATTON: Yeah. She was Chi ef

Deputy Director over which side?
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MR. VERARDO: | had all of Adm n.

MR. PATTON: Yeah.

MR. VERARDO: Mary had basically
everything --

MR. PATTON: Operations, everything

el se.

MR. VERARDO: Yeah. Primarily the
politics --

MR. PATTON: Um hum.

MR. VERARDO: -- because again,
l eg -- the types of things that a nor mal

Deputy Director does that's an exempt position
reporting to the governor's office obviously
t hrough the Director.

MR. PATTON: Um hum. So --

MR. VERARDO: But Mary and | worked
together -- | should explain this a little
bi t.

MR. PATTON: Sur e.

MR. VERARDO: ' ve known Mary W i ght
since 1974 because we were at the training
center together. Mary headed the State Parks
Academy, so | worked for Mary in 1979 through
80, '81, something |like that.

MR. PATTON: Um hum.
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MR. VERARDO: lt'"s a little hard to
remember that |ong ago but -- so Mary and |
knew each other very well when she came to
Sacramento.

MR. PATTON: How many districts are
there? You ran a -- you were superintendant
for a number of districts.

MR. VERARDO: A number of districts.
At the time, we went from fifty-four districts
to twenty one districts during a
reorgani zation, elimnating the region
which -- | was a part of that effort, and |
was at the region. So | elimnated my own
position within the director, but that worked
out just fine.

So during the time we had fifty-four

districts, | obviously was superintendant of
mul ti ple ones. We called them area managers
t hen, but district superintendant. When we
went to twenty-one districts, then | had the

Monterey District which included the old Big
Sur District, Monterey District, San Juan
Baustista District, kind of a big chunk in

t here. Then | came to headquarters.

MR. PATTON: SO you came to
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headquarters in '94, you said, and then in '95
you were put in charge of the Adm nistrative
Services side.

MR. VERARDO: Correct.

MR. PATTON: And we understand a
little bit about how that's composed, that
It's got an accounting office and a budget
office and a procurement, the I T depart ment
and sections under that, and you're nodding
your head yes. That's good. So it seems |ike
l've --

MR. VERARDO: Yes.

MR. PATTON: -- got the
organi zation - -

MR. VERARDO: Try not to interrupt.
Do you want the rest of the pieces? It's
personnel and planning and the training
section. And again, adm nistratively | ater,
the Office of Historic Preservation.

MR. PATTON: Now, one of the things
| " m curious about then is that | understand
Admi ni strative Services, this is the money
side of headquarters, the budgets, the
accounts.

MR. VERARDQO: Correct.
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MR. PATTON: And so you -- her

e you

were someone who came up as a ranger, and your

post -- you ended up getting post certi
and you ran districts. So how was this
what qualified you to take over the

Admi ni strative Services side?

fied

and

MR. VERARDO: The director and 1,

Donal d Murphy, were at the training center

t oget her al so. The training center is
meeting place because everybody has to
t hrough it. So when we were both staff
training center, we were talking about
| ack of efficiency in State Parks and -
MR. PATTON: Donal d Mur phy was
director of the whole department?
MR. VERARDO: Director of the
depart ment .

MR. PATTON: Okay.

MR. VERARDO: He became direct
t he whole department in -- | forget. I
have been -- | went up in '94, and he's

one who brought me up to Sacramento, so
woul d have been probably '92 that he be
director, a couple of years before the

reorgani zation was taking place, elimn

a great
go

at the
the

whol e

or of
t woul d
the

it

came

ation
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of the regions, combining of districts, all of
t hat . So --

MR. PATTON: Let me just ask you
this to follow up on that. So Donald Murphy
was director maybe starting around '92 --

MR. VERARDO: Correct.

MR. PATTON: -- and he brought you
up to Sacramento in '94.

MR. VERARDO: Correct.

MR. PATTON: You had met him --

MR. VERARDO: At our training center
whi ch would have been -- when does he come to
the training center? Let me guess, '8l1.

MR. PATTON: Okay. So you met him
in the early '80s. He brought you up after he
becomes director --

MR. VERARDO: Correct.

MR. PATTON: -- in '94. And then he
was director, | assume until about -- 1 think
It was '98 that Rusty Areias was appointed.

MR. VERARDO: Donal d resigned,

t aki ng anot her position, just maybe six months
or eight months before the election. Now, you
know, | can't be certain of that, but --

MR. PATTON: Okay.
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MR. VERARDO: -- he wasn't Director
until the end of the adm nistration because he
knew the admi nistration was going to change,
so he took another position.

MR. PATTON: In '"92, he would have
been appointed by whom?

MR. VERARDO: Wl son.

MR. PATTON: Okay.

MR. VERARDO: Governor W son.

MR. PATTON: So then | think Davis
is comng in at that point.

MR. VERARDO: That's correct.

MR. PATTON: Yeah.

MR. VERARDO: And Governor Davis
appoi nted Rusty -- Director Areias.

MR. PATTON: Got it. So W son
resi gned about six months before.

MR. VERARDO: Not W I son, Murphy.

MR. PATTON: That's what | -- that's
a good one. Thank you. Keep me cl ear here.
MR. VERARDO: Hey, |I'm having enough

trouble with this so --
MR. PATTON: Yeah. That was a test.
You passed that. Good j ob.

And then Davis came in and appointed
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Rusty Areias.

Okay. So you take over -- you're
appoi nted by Murphy, and in "95, it's Murphy
who puts you in charge of Adm n Services.

MR. VERARDO: Correct. | ' m sayi ng
"95; it m ght have been early '96, but | think

It was --

MR. PATTON: Al'l right.

MR. VERARDO: -- late "95.

MR. PATTON: And so then my question
was, when | interrupted you, so how was that
for you? That was -- here's a park ranger,

peace officer, turned head of Adm n Services.
What's your background that made that
possi bl e?

MR. VERARDO: Well, my post-doctoral
certificate in quality implementation which is
efficiency measures, cycle time, error rate
measurement, that kind of thing.

MR. PATTON: Um hum.

MR. PATTON: And so Admi n Services
was a great fit because we'd been saying al
this time how inefficient we were in some
t hings and how the field wasn't getting its

fair share of dollars, and we needed to turn
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t hat around. So Director Murphy said
basically time maybe to do somet hing |ike
that; instead of being staff making
recommendati ons, why not take over a big chunk

of the department that really needs to be run

more efficiently than it had been. | say,
yes, I'll do that, and that was great.
And | had, when |I was at the

regional office of Santa Rosa, a training and
devel opment assignment as the business
manager, as the Regional Admi nistrative

Of ficer. So | had had two years' experience
running one of the region's admi nistrative
programs as well, which was a much small er
scale, but | could -- felt that | could and
did, just could walk into Adm n Services. I
al so inherited a heck of a team

MR. PATTON: Um hum.

MR. VERARDO: So that, | think, is
very important, perhaps the best team there's
ever been in State Parks from an Admi n
standpoi nt.

MR. PATTON: Do you remember in
particular who the accounting chief and budget

chi efs were?
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MR. VERARDO: Oh, yes. They woul d
have been Freda Luan-Dun would have been the
Accounting Officer --

MR. PATTON: Um hum.

MR. VERARDO: -- not when | first
t ook over, but fortunately, the previous

person retired, so we could appoint someone,

new dynami c, probably the year after | became
an admn, so | would guess that would be
'96-ish, '97 Freda would have come in and then

Becky Brown who was the Budget Officer the
whol e time that | was there.

MR. PATTON: So when you arrived in
Sacrament o, Becky Brown was Budget Officer?

MR. VERARDO: Becky Brown was the
Budget Officer. And they reported to Tom
Domi ch --

MR. PATTON: Um hum.

MR. VERARDO: -- who was the
Assi stant Deputy Director of Adm n reported
directly to -- handled most of the financi al
stuff so that | can handle training and al

the rest of it.

MR. PATTON: Okay. So he -- his
responsibility was to keep an eye then on the
Page 18
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accounting and budget operations.

MR. VERARDO: That's -- and business
services, yes.

MR. PATTON: Okay. When budgets
were being worked up and all the submttals
getting ready to go to Finance, did you | eave
that to himor did you also review and did
peopl e above you review what was going to
Fi nance?

MR. VERARDO: You know, | left it to
him, but he al ways brought to me budget
I nformation that we'd be reporting to Finance
because at the Director's office level, then
we had decisions to make.

MR. PATTON: Um hum.

MR. VERARDO: We were in a -- [|"1]
get into this in a m nute, but we were in a
very unique program with our districts under
performance- based budgeti ng. But for now, | et
me answer your question and say, yes, Tom was
i n charge of virtually all the financi al
deci sions, but yes, he showed me everything.
It's not like I can say, no, | didn't know
anything that was going on during that period

of time. That's wrong. | did know - -
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MR. PATTON: Um hum.

MR. VERARDO: -- certain aspects of
t he budget because we needed to make financi al
deci sions for the following fiscal year.

MR. PATTON: And then who ultimately
approves the submttal after this has been
wor ked on and discussed, shown to you, and |
assume the Director | ooks at.

MR. VERARDO: Absol utely.

MR. PATTON: And then who gives --
who makes the decision then that, oh, this is
what -- okay, it's ready to go, this is what
we're subm tting under our budget -- our
proposed budget ?

MR. VERARDO: Well, after we make
t hose decisions, the direct liaison with
Fi nance were Becky and Tom

MR. PATTON: Okay. So then they
fire it off. But what |'m hearing is that
there's an executive review process.

MR. VERARDO: Absol utely.

MR. PATTON: And once the Director
and you and everybody's satisfied this is what
we want to submt as our proposed budget, then

Becky and Tom handle the transmttal.
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MR. VERARDO: That's correct.

MR. PATTON: Okay.

MR. VERARDO: And the key person,
you see, is the Director -- Deputy Director of
Operations, and that's because we give out
funding to the districts once the budget is
approved by -- once the governor's budget is
approved and we parcel out funding to the
twenty-one districts.

MR. PATTON: Um hum.

MR. VERARDO: And they spend the
doll ars we parcel out based on their
priorities.

MR. PATTON: And that's all under
the command of the Deputy Director for
Operations?

MR. VERARDO: Correct.

MR. PATTON: And |'ve heard that
operations at the districts get the lion's
share of the allocation, about eighty-five
percent of the monies that are budgeted.

MR. VERARDO: That's correct.
That's where eighty-five percent of the
personnel are.

MR. PATTON: Ri ght . And so who was
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t he Deputy Director for Operations back in the
'90s when you started?

MR. VERARDO: Ken Jones.

MR. PATTON: Ken Jones. Okay.

MR. VERARDQO: Ken Jones, Mary

Wi ght, Donald Murphy, and | were all at the

training center. We didn't overl ap, Ken was
there before me, but we all -- we were all
field operations people, so we all knew each
ot her.

MR. PATTON: So when you came in
94, it was Ken Jones.

MR. VERARDO: Correct.

MR. PATTON: And then at some point
It -- he left that spot and someone el se
became Deputy Director for Ops. | think it
m ght have been Tony Perez.

MR. VERARDO: Yes. Ken retired the
year before me. So |I'"m guessing Ken retired
in late 2001 or early 2002. That's a guess.

MR. PATTON: Um hum.

MR. VERARDO: And then -- because
then I''m wi nding down. Who woul d have been
there? Bill Berry, WIlliam Berry --

MR. PATTON: Okay.
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MR. VERARDO: -- B-E-R-R-Y, also a
field operations person. Most of the
operations deputies have always come fromthe
field.

MR. PATTON: Okay.

MR. VERARDO: None of the admi n
deputi es have ever come fromthe field until
was appoi nted.

MR. PATTON: Okay. So you're there,
and you go through this annual budgeti ng
process, and you've got some trusted capable
peopl e, Becky Brown in particular, and what
was your -- you obviously worked with her then
for a while, about eight years, | think.

MR. VERARDO: Yes.

MR. PATTON: And what was your
opi ni on of her abilities?

MR. VERARDO: Oh, 1 think that she

was one of the State's best Budget Officers.

She was well respected within Finance, within
all control agency institutions as well as
ot her departments. | still think Becky was

the best there's ever been for Parks.
MR. PATTON: She knew t he

intricacies of this budget then?
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MR. VERARDO: That's right.

MR. PATTON: And | understand this
is a fairly complicated budget, that there's
about twenty-six different --

MR. VERARDO: It started with
twenty-six. By the time | was Deputy, | think
we had sixteen or eighteen funding sources.

MR. PATTON: Okay.

MR. VERARDO: Some had been
combi ned; some had been reduced. One -- the
big --

MR. PATTON: When you started?

MR. VERARDO: When | started.

MR. PATTON: And so the funding
sources grew from there?

MR. VERARDO: No, not actually.

MR. PATTON: Okay.

MR. VERARDO: No. There were about
si xteen when | started and about sixteen at
the end because the big --

MR. PATTON: So the number
twenty-six that |'ve heard, that's wrong; it's
about sixteen components?

MR. VERARDO: Well, | don't think it

was twenty-six --

Page 24

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

MR. PATTON: Al'l right.

MR. VERARDO: -- unless there's
some - -

MR. PATTON: Al'l right.

MR. VERARDO: -- m nor ones | don't
know about.

MR. PATTON: Okay.

MR. VERARDO: Yeah. That doesn't
sound correct, but again, the big three are
SPRF, State Parks and Recreation Fund --

MR. PATTON: Um hum.

MR. VERARDO: -- General Fund --

MR. PATTON: Um hum.

MR. VERARDO: -- and Off Hi ghway
Mot or Vehicle accounts, gasoline taxes and
green sticker fees. The relationship that we
had to | ook at every year, that's the
trickiest, weren't the other funding sources
t hat were dedi cat ed. It's the relationship
bet ween SPRF and the General Fund because the
more SPRF we -- would you |ike to hear this
now?

MR. PATTON: Sure.

MR. VERARDO: Yeah. The more SPRF

we earn during performance budgeting where the
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districts were able to raise -- or |ower fees,
our incentive programto the districts for
about five or six years was if a district
exceeded what they -- what they're required
SPRF collection was, then they were able to
keep twenty-five percent of the excess SPRF

If they really exceeded it, and | forget where
the breaking point is because that was handl ed
by Operations, but if they really exceeded it,
they got to keep fifty percent of the extra
SPRF.

So it was an incentive program where
they had to collect this much. Everyt hi ng
over that much, they got to keep twenty-five
percent in the district and fifty percent over
t hat . And that was an approved program under
performance budgeting with the Department of
Fi nance, so Department of Finance approved
t hat . The trick is --

MR. PATTON: That was the commi ssion
compensation model when |I sold cars.

MR. VERARDO: Oh, there you are.

MR. PATTON: Go ahead.

MR. VERARDO: | think I bought one

of those.
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MR. PATTON: Um hum.

MR. VERARDO: The trick is guessing
and asking for spending authority fromthe
Department of Finance for the followi ng year's
SPRF, because when you ask for that spending
aut hority, there's a certain amount you're
going to have to collect. So if you ask for
too much and you don't collect it, you're
basically in the hole at the end of the fiscal

year, and that's the art of guessing SPRF

because unfortunately, in half of May -- most
of May and all of June are huge revenue
mont hs - -

MR. PATTON: Um hum.

MR. VERARDO: -- very difficult to
predict how well you're going to do.
If it all works out nice and the

weat her's gorgeous, you're going to exceed
your SPRF allocation and be able to budget the
district's extra doll ars. And we tried to
monitor that as close as possi bl e. But if it
rains in Huntington Beach on June 20th, you
are in trouble because that's 100, 000 people
on the beach at three dollars a pop or

what ever it was then, and you could easily go
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under mllions if the weat her turned bad in

June.

So we always tried to keep a certain
amount of SPRF buffer. You never wanted to go
under i n SPRF. It's always best to go over
but not too far over. And that's why you

don't have a surprise (indiscernible -
si mul taneous speaking).

MR. PATTON: Go over -- wouldn't go
over in what sense?

MR. VERARDO: Over in the amount of
revenue you coll ected.

MR. PATTON: Oh, okay. To have
revenues exceed your expectations by a bit.

MR. VERARDO: Yeah. If they exceed
by too much, then it's obvious that the
Depart ment of Finance may take that SPRF
all ocation and use it for the general good of
St ate government, but the general good of
State government - -

MR. PATTON: Reduce the SPRF
allocation or to actually take the excess
revenue?

MR. VERARDO: Reduce the Gener al

Fund all ocation --
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MR. PATTON: Oh, there you go.

MR. VERARDO: -- because we're
exceeding the SPRF allocation.

MR. PATTON: Ri ght .

MR. VERARDO: So the better you do
on SPRF consistently, the chances are the
| ower your General Fund is going --

MR. PATTON: Um- hum.

MR. VERARDO: -- to be done. And in
fact, it was pretty consistent that our
General Fund was decreased severely in early
1990s. Before | came up, there was a huge
General Fund hit, and the SPRF allocation
Il ncreased mandatorily.

MR. PATTON: Um- hum.

MR. VERARDO: That was not a request
of the department and - -

MR. PATTON: How did it increase
mandatorily? You increased fees?

MR. VERARDO: Yes. Basically the
Depart ment of Finance said, here's what we're
expecting you to collect.

MR. PATTON: Um- hum.

MR. VERARDO: So we gave flexibility

to the districts to be able to adjust their
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fees at the district level. Before that,
fees -- and | don't know the years on this
before | came -- just before | came up.
Before that, fees were fixed state-wi de, so
you paid two dollars for parking at Big Basin,
you paid two dollars for parking at Huntington
Beach, and it didn't matter what season it
was.

The districts then were given
flexibility to adjust those fees seasonally

and individually at the parks at their

districts so that they could -- for instance,
Big Basin, if we know all the campsites are
going to be full all summer, instead of a five

doll ar fee, they know they can get along with
an eight dollar fee. The heart to that
prediction is not making fees so high that
suddenly you have vacancy rates and you
actually shoot yourself in the foot by raising
the fees too high.

But the districts pretty much knew
their operations. I mean, their field people
knew that they could raise on the beach in the
summertime, for instance, and collect more

revenue. So that increased the amount of SPRF
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we were taking in by a considerable amount,
and therefore, the General Fund was reduced by
some amount .

MR. PATTON: Okay. So it was not a
dumb move on the State's part --

MR. VERARDO: No.

MR. PATTON: -- because you
certainly had the capacity to increase
revenues.

MR. VERARDO: Absol utely. And in
fact, we wanted to because the first cut we
took, which | believe was around ten mllion
dollars in 1990-'92-ish, when Governor W I son
first took over, that first ten mllion dollar
hit was just taken in General Fund, you know,
too bad, find a way around it or come up with
a plan.

The only non-option in our m nd,
when | came up there, was closing parks. We
had a closure list just in case, but that's
somet hi ng we never wanted to do. That was
kind of a -- that would have been a cop out
because we knew, at | east at the beginning,
those early years we knew we could raise

revenue and had other ways to do it.
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MR. PATTON: Yeah. | remember that
'91-'92 were some | ean years for the State,;
there was a fiscal crunch.

MR. VERARDO: Yeah, it was.

MR. PATTON: I remember that. | got
out of |l aw school at Davis in '89, and tuition
doubl ed the followi ng year in '90.

MR. VERARDO: Yeah.

MR. PATTON: Yeah. So those were
the years when State was | ooking for ways to
reduce General Fund appropriations --

MR. VERARDO: That's right.

MR. PATTON: -- to all Kkinds of
agenci es. Yeah.
MR. VERARDO: Yes. In fact, | think

we did a good job because frankly, number one,
Depart ment of Finance knew everything we were
doi ng. It surprises me in the newspaper to
see in recent times they're not | ooking at
Controller's tapes or whatever. | never

| ooked at those, by the way. They were kind
of meani ngl ess because they're after-the-fact
reporting. What we reported to Finance, which
was a different set of paperwork, was what we

al ways consi dered accurate, and Finance's job
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was to make sure that we were reconciling
properly.

But we were awarded certificates for
the SPRF account from the Controller's office.
We were given pats on the back from Depart ment
of Finance. We won every maj or award for
efficiency you can win, and we were audited
backward, forward, upside down. Because we
were a performance budget pilot, Department of
Fi nance audited us, the legislative analyst's
office came in --

MR. PATTON: This was when?

MR. VERARDO: -- the Bureau of State
audits --

MR. PATTON: When?

MR. VERARDO: This would have been
90 -- |I"m guessing, '95, '96, '97, '98.

MR. PATTON: You were a performance-
based budget pilot program --

MR. VERARDO: Correct.

MR. PATTON: -- in those years?

MR. VERARDO: Those years, from ' 95,
96, '97, '98, '99. 2000 we pulled ourselves
out because we were the only department |eft

on the program
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MR. PATTON: And just sort of

briefly encapsul ate how you describe

performance- based budget. | think you've

described it in tal king about really
and zeroing on in fee revenue, figuri

how to maxim ze - -

exam ni ng

ng out

MR. VERARDO: Perf ormance budget --

|l et's ook at the governor's budget |evel as
compl etely different than the current |ine

i tem budget. So we really ran two accounting
shops during the pilot, one because the

| egi sl ature and Department of Finance woul d

not free us fromthe traditional gal

ey and

di splay in the governor's budget |i ke you see

now and saw t hen.

MR. PATTON: Um hum.

MR. VERARDO: But at the same ti me,

we had a performance budget di spl ay,

and the

accounting is different because the one is

line item by fund source comng in then going

out . Perf ormance budget display shows what

we're spending the money on at a program

| evel, so resource management -- natural

resource management, cultural resource

management, recreation, enforcement,

somet hi ng

Page 34

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

el se. It showed where the monies were going
specifically to those prograns. So the
accounting, it was completely different.

And in fact, Freda came up and
wor ked with the Department of Finance CALSTARS
unit to be able to capture the income and
expenditure data based on a performance budget
because CALSTARS doesn't lend itself to be
able to do that easily. CALSTARS is a good
accounting tool, but it's not a budget tool.
Peopl e keep wanting to make it a budget tool,
but it's basically not a budget tool; it's an
accounting tool.

So CALSTARS was modified to be able
to capture this performance budget
I nformati on. So we sent two pieces of
i nformati on to the Department of Finance, a
performance budget based on the pilot and our
pilot districts and a regul ar budget based on
the entire department and the district's not

on performance budgeti ng.

That's as clear as mud, isn't it?
MR. PATTON: Well, I'"mstil
trying -- I'"m |l ooking for a succinct kind of
definition. Performance budgeting relies --
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| " m just going to take a stab at it; | could
be way off. Performance budgeting then relies
on some fairly accurate predictions as to what
a revenue-generating fund is going to actually
gener at e.

MR. VERARDO: And the expenditures
are shown by program instead of by line item
So instead of seeing, we spent this much on
SPRF, although it shows that too, but spent
this much on SPRF, it shows we spent this much
on SPRF in the followi ng categories, in the
follow ng specific activities that are taking
place in the districts so that you could say
the ideal -- and where we were trying to get
to with performance budgeting was, for
Il nstance, if in the Northern Redwoods they
were spending thirty percent of their money on
natural resource management but in the Santa
Cruz mount ai ns redwoods they were spending
Ssi xty-eight percent, it enabled us to say why
Is this district spending this much on this
activity and this district's spending this
much more or this much | ess or whatever, and
we could go in and investigate and say, hey,

there's some efficiencies here in this
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district or you should be spending more of

your money here. So one is a programmatic
| ook specifically, and the other is a line
item | ook.

MR. PATTON: Okay. So you said that
you -- you mentioned that you didn't | ook at
t he accounting reports to the Controller
because that was done after the fact, you
sai d.

MR. VERARDO: Correct. | didn't.

MR. PATTON: Yeah. And that you --
what you did | ook at were the reports in the
budget items going to Finance.

MR. VERARDO: Correct.

MR. PATTON: And | understand
that -- my rudi mentary understanding is that
the reports going to the Controller are cash
basis accounting reports; it's essentially
your checkbook showi ng what the bal ance of
funds is in the bank and maybe accounting for
expenditures in the pipeline, checks not yet
cashed.

MR. VERARDO: Yes, that's ny
understandi ng too, because the only thing I

really cared about in that explanation was did
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we get

of fice

certif
receiv
number
and of
Contro
and 1|’

wer e e

them b

s, soO
annual
Contro
sayi ng
t hese

SPRF,

how t h
t hat ¢

a certificate from the Controller's
MR. PATTON: Yeah.
MR. VERARDO: -- 0or not.
MR. PATTON: And |'ve heard about
I cates. Lots of certificates are
ed. I think the accounting department's
s over the years, from what |'ve seen,
course, you know, they work with the
Il er constantly, they're reconciling,
ve seen no indication that those numbers

ver off. You' re noddi ng your head yes.
MR. VERARDO: Yeah.
MR. PATTON: You'd never heard of
eing off?

MR. VERARDO: No.
MR. PATTON: What |'m curious about

you've got what they tell me is the
fund account statement with the

I ler, the year-ending account statement
that the bal ance of funds is in all
accounts, and |I'm |l ooking primarily at
and | guess | want you to describe to me
at bal ance interplays with the budget

ets worked up and what's submtted to
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Finance, something |'ve heard referred to as
fund condition statement.

MR. VERARDO: Yeah. And | wish |
knew because | don't. | left that up to
Accounting, and the only thing --

MR. PATTON: Wait, wait, wait, wait.
The fund condition statement itself is
prepared by the budget office, right?

MR. VERARDO: Oh, by the budget
office, yes, and we submt that to the
Depart ment of Finance. But what the fund
condition report showed, in my m nd, was never
a |level of concern --

MR. PATTON: Okay.

MR. VERARDO: -- as long as we were
within certain parameters. I n other words,
| ooking at June, okay, if we were a coupl e of
mllion dollars over in SPRF on the fund
condition, to me, that wasn't a big deal

MR. PATTON: If you were a couple
mllion over? Over what?

MR. VERARDO: Over what our spending

aut hority was.

MR. PATTON: Okay. If you were a
couple mllion in revenue above your spending
Page 39
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aut hority?

MR. VERARDO: Yes.

MR. PATTON: Okay.

MR. VERARDO: Not a -- | mean, that
woul d have been normal -- being within ten
percent of your allocation would have been the
nor mal ki nd of --

MR. PATTON: Sur e.

MR. VERARDO: |'m making up ten
percent, but something reasonable. Fifty
percent or twenty percent or twenty-five
percent would have been -- | would have
expected, you know, Becky to let Tom know or

to et me know that we've got a red flag

I ssue.

MR. PATTON: I f your revenues
exceeded or fell short by more than about ten
percent, | understand that idea because this

i's an account you're having to try to predict
revenue.

MR. VERARDO: That's right.

MR. PATTON: So you may or may not
hit your prognosticated amount right on.

MR. VERARDO: Ri ght .

MR. PATTON: And your appropriation

Page 40

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

Is tied to what you're predicting -

MR. VERARDO: Ri ght .

MR. PATTON: -- the year ahead. So

it's going to be normal that -- and you're

doing a pretty good job if you're within ten

percent plus or mi nus.

MR. VERARDO: That's what | al ways
felt.

MR. PATTON: Yeah.

MR. VERARDO: It's going to be --
you know, a couple of years, as | recall, we
hit it right on the money, which is --

MR. PATTON: Yeah.

MR. VERARDO: -- what you want to do
because you can budget based on a certain

stability because some years revenu
to go up, some years down. There's
wi ggl e. It's trying to hit the md

e is going
a nor mal

line in

t hat wiggle so that you're consistent.

MR. PATTON: And |i ke you said, one

of the tricks is to -- you want to
t hat you don't overspend. You're Kk
in terms of your spending plan, one
tricks is to make sure your spendin

conservative enough so that you'l

make sure
i nd of --
of the

g plan is

have a
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little bit of a cushion --

MR. VERARDO: That's correct.

MR. PATTON: -- based on expected
revenue.

MR. VERARDO: Yes.

MR. PATTON: Okay.

MR. VERARDO: Especially in
Oper ati ons. They - -

MR. PATTON: Yeah.

MR. VERARDO: -- held back a certain
amount from the districts in case when we
| ooked at mid year or towards the end of the
fiscal year we were short, it could be
covered.

MR. PATTON: Um- hum.

MR. VERARDO: And so that money was
given out at the end of the year if it | ooked
| i ke we were achieving all our --

MR. PATTON: And who made the
deci sion how much to hold back (indiscernible
- simultaneous speaking).

MR. VERARDO: That woul d have been
the Deputy for Operations; that would have
been Ken Jones within the operations part.

MR. PATTON: So Admin Services gives
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Operations -- they say, here's how much you're
going to have.

MR. VERARDO: That's right. We give
them the full bucket.

MR. PATTON: And then the decision
what to retain as a reserve in the event of
revenues not achieving expectations, that's
t he Parks Operation Deputy Director.

MR. VERARDO: That's Operations,
yeah. And of course, we work closely
t oget her.

MR. PATTON: Okay. Now, soO you're
fam liar with a fund condition statement that

goes to Finance?

MR. VERARDO: " m sort of familiar
with it.

MR. PATTON: ls it -- do you
understand that the account -- | mean, ny

rudi mentary understandi ng of how the financi al
worl d works is that -- because |I've never done
a budget or a fund condition statement to

Fi nance, but based on what people have told
me, one of the components of it is to know
what your balance -- your account bal ance is.

MR. VERARDO: Yes.
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MR. PATTON: Okay. So that number

t hat gets r

it's a star
MR

our -- you

much routin

MR.

MR
Tom, Becky,
wor ki ng gro

on what tha

MR.

MR

| ook |ike.

MR.

to the numb
turns out,
the year as
SPRF as rep
Controller

bal ance amo

eported to the Controller is --

ting point.

. VERARDO: Yes. And agai n,
know, that's -- that was pretty
ely handl ed by our budget shop --

PATTON: Ri ght.

. VERARDO: -- and the budget --
and Freda were a pretty tight

up because it's all tied together

t - -

PATTON: Yeah.

. VERARDO: -- report's going to

PATTON: Yeah. So | guess we go
ers at this point because, as it
the amount reflected at the end of
the end-of-the-year bal ance in
orted into CALSTARS and to the

was different than the starting

unt reflected in the documents to

t he Department of Finance. And so let's --

" m going t

MR

MR.

o show you the spreadsheet now --
. VERARDO: Okay.
PATTON: -- which this top
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section here is the SPRF, and just above the
line is the adjusted Controller bal ance and

t he bal ance as reported in the fund condition
statement to Finance.

Now, back -- and so you can see the
Controller's balance is -- starts off as the
Controller's budgetary | egal basis, the amount
reported m nus a reserve for encumbrances,
maybe some adjustments for payroll, although
that's a zero all the way down the line until
we get to the very |l ast couple years, and that
brings us to an adjusted Controller bal ance.
So the main distinction is reserve for
encumbrances, which |I understand are basically
payments not yet cleared but that have been --

MR. VERARDO: Ri ght .

MR. PATTON: -- authorized. So you
get an adjusted Controller bal ance. And t hen
this number right above the line is the

bal ance reported in the fund condition
st at ement . And they're off by about four
mllion. It drops to 2.3 mllion in '95.
This is right around when you're taking over.
MR. VERARDO: Ri ght .
MR. PATTON: And it's back at five
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and six, and then in '98, '99, 2000, 2001,
2002, 2003, it goes through a growth period,
t hat disparity.

MR. VERARDO: Okay.

MR. PATTON: And so what we're
informed is that in '"97 -- at the fiscal year
ending '97, the disparity is 6.3 mlIlion more
I's reported to Controller than to Finance.

MR. VERARDO: Okay.

MR. PATTON: In "98, 9.3 mllion
more is reported to Controller than Finance.
The disparity, the underreport, to Finance
grows to 13.8; in '99, 19.9; al most twenty
mllion in 2000; 22.7 in '"01l; 26.8 in '"02; and
twenty-nine in '03. It then dropped down a
little bit in "04 back to 26.6, drops again to
22 -- 23.9 in '05, and for the |last six years
has fairly leveled off in the nineteen to
twenty mllion range --

MR. VERARDO: Um hum.

MR. PATTON: -- fairly consistently
ri ght around twenty mllion the | ast six
years.

So what we've been told, talking to

a number of people, is that -- and we've not
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really yet been able to identify exactly why a
di sparity went into this growth period --

MR. VERARDO: Um hum.

MR. PATTON: -- between '98 and
2004, but what we've been told is that right
around 2000 Becky was aware of this and came
to the accounting -- her accounting peers,
Freda - -

MR. VERARDO: Okay.

MR. PATTON: -- and ask for some
help trying to understand why their numbers to
the Controller were different than what was
being reflected in her fund condition
statement -- in the department's fund
condition statement.

And we're told that some work was
done specifically by Dorothy Kroll at Freda
and Cheryl Kilzer's request, and that Dorothy
determ ned that there indeed was an error that
was bei ng made by the budget shop side and the
error was traceable to some erroneous numbers
in the prior year adjustment figure and --

MR. VERARDO: Okay . Because that is
a big number.

MR. PATTON: You're | ooking at the
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twenty mllion
So what

know t hat - -

in 2000.
we're curious about

from vari ous witness

Well, it gets bigger.
s we

reports, we

know t hat Becky started | ooking into this,

t hat Dorothy, in particular, personally | ooked
i nto this. She came up with some

expl anati ons. She didn't dissect to the |evel
of knowi ng exactly where Finance -- or the
budget shop side was making the error, but

she --

MR. VERARDO:

MR. PATTON:

MR. VERARDO:

MR. PATTON:

accounting --

MR. VERARDO:

MR. PATTON:

supervisor.

MR. VERARDO:

MR. PATTON:

accounting staff.

MR. VERARDO:

MR. PATTON:

MR. VERARDO:

MR. PATTON:

One questi on.
Yeah.
Who's Dorothy?

She was an

Oh.

She was an accounti ng

Okay.
She was one of the
Okay.
You never knew her?

| don't remember her.

Okay.
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MR. VERARDO: Let's put it that --

MR. PATTON: And she | ater took over
Freda's position as the Accounting Chief.
She's the Accounting Chief today.

MR. VERARDO: Oh, okay.

MR. PATTON: Been there a long time.
So she's -- she identified the problem | t
got reported back to Becky, and we're told
t hat Becky and Freda reported this to Tom

MR. VERARDO: Okay.

MR. PATTON: And |'m curious whet her
or not they ever discussed the problem that
t hey were having getting the fund condition
statement consistent for the SPRF, consistent
with the accounting statement.

MR. VERARDO: | never heard of it,
and it's hard to believe that Tom or Becky
woul dn't have told me unless there was so much

confusion going on in here that they wanted to

sort it out first. But no, | had absolutely
no idea.

Now, here's where | | eave, so this
s --

MR. PATTON: You said you | eft
the --
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MR. VERARDO: Probably early 2003.

MR. PATTON: -- early part of 'O03.

MR. VERARDO: Yeah.

MR. PATTON: Now, in April of '02,
t he Finance Department issued to all the
Budget Officers a memo, and they issued an
il dentical memo in 2003, | guess after you'd
| eft, June 5 of '03. The text of it is the
same. It's the same author, Yoshi Fujiwara --
MR. VERARDO: Okay .
MR. PATTON: -- program budget
manager at Finance. And this address, |'m
told, is the group -- it's a group address for

t he Budget Officers of various de
t hat have special funds. And it
recent State Controller's Office
reveal ed many differences between
correspondi ng prior year fund bal

Controller annual report and in t

budget . "

MR. VERARDO: Okay.

MR. PATTON: "Depart ment
responsi ble for reconciling these

differences."

And then it tal ks about

part ments
says, "A

revi ew

ances in the

he governor's

S are

speci al
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funds, finance designation, administering
organi zations. So Parks is the admi nistering
organi zation for the SPRF fund --

MR. VERARDO: Ri ght .

MR. PATTON: -- as | wunderstand it.
The admi ni stering organization prepares the
fund condition statement for the governor's
budget and must reconcile fund bal ance
di fferences between the Controller's annual
report and the governor's budget. So it's
basically telling you we've identified some
di sparities, and we need these reconcil ed.
And the attachment shows that two of the
special funds identified are in the Parks
Department, the Off Hi ghway Vehicle and the
SPRF fund. And the discrepancy identified at
year ending -- | think this would be "01 --

MR. VERARDO: Yeah.

MR. PATTON: -- is 22,765,000 --

MR. VERARDO: Okay.

MR. PATTON: -- which is what we
have on the spreadsheet here.

MR. VERARDO: Um- hum.

MR. PATTON: And a simlar memo is

i ssued in '03 after you've left, and this
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woul d be for year end '02, and it's -- the

di sparity now in the SPRF is 26,825,000, and
the Off Hi ghway Vehicle is not mentioned. So
in "02, April of '"02, you're still there.
This memo comes out.

MR. VERARDO: Um- hum.

MR. PATTON: Nobody ever told you
about this memo?

MR. VERARDO: No, | don't ever
remember seeing it. If | had, | don't
remember it.

MR. PATTON: Okay.

MR. VERARDO: | certainly didn't
know about these numbers.

MR. PATTON: So it's interesting.

So you -- if you have no knowl edge, I'm
assumi ng, obviously you could never have had a

chat with your director about it who was

Mur phy, | think you said.

MR. VERARDO: Ri ght . Donal d
Mur phy - -

MR. PATTON: Yeah.

MR. VERARDO: -- 2000 would have
been - -

MR. PATTON: Ri ght .
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MR. VERARDO: -- Rusty.

MR. PATTON: Ri ght .

MR. VERARDO: But no, | never had a
conversation with the Director, and no one
ever had a conversation with me.

MR. PATTON: So -- and you also --
back then, did Rusty conduct, as | understand
I's conducted today, what are called executive
comm ttee meetings where the department heads
are all in a meeting?

MR. VERARDO: Yes, but we rarely
di scussed finances.

MR. PATTON: Um hum.

MR. VERARDO: We di scussed the Bond
Act because our budget in 2000 was a billion
doll ars and which shoots up because the
| ar gest state park bond in the country's
hi story passed --

MR. PATTON: Um hum.

MR. VERARDO: -- 2.1 billion dollar
state park bond but one billion adm nistered
by Department of Parks and Recreation, 330
mllion dollar a year for three years in
capital improvements. So that was our -- that

was really our big focus in 2000, and any
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di scussions at headquarters, those | do
remember because we didn't feel we had the
ability to spend that much capital outl ay
program when we had such a reduced staff in
t he capital outlay unit.

MR. PATTON: Um hum.

MR. VERARDO: So that's a | onger
story than you want to hear, but that meant --
t hat was very important for us to be able to
ramp up on construction issue contracts. So
our focus was more on contracts, what were the
priorities to the department.

MR. PATTON: You say your -- when
you say "our", you're talking about you and
the Director that (indiscernible -
si mul taneous speaking).

MR. VERARDO: Oh, the Director and
Ken Jones and - -

MR. PATTON: Yeah.

MR. VERARDO: -- you know, that core
staff.

MR. PATTON: So what |I'm hearing
fromyou is that -- and you said this early

on, was that Tom Dom ch, one of his

responsibilities was to supervise the
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financial side --

MR. VERARDO: Correct.

MR. PATTON: -- the accounting and
t he budgeting. And we wal ked through this,
and we tal ked about, yeah, the budget would be
| ooked at by you and by the Director, but |I'm
gat hering that in terms of understanding all
the nuts and bolts within the budget, that was
| eft to people bel ow you.

MR. VERARDO: Correct.

MR. PATTON: And was it your
understanding -- is it your opinion that Tom
Dom ch was someone who understood the nuts and
bolts of the budget?

MR. VERARDO: Oh, | think Tom,

Becky, and Freda all understood the nuts and
bolts of the budget. Tom had been the Budget
Of ficer.

MR. PATTON: Okay. So I'm -- |
guess what's really curious is that we know
that they determ ned that there was a probl em,
that the numbers had diverged.

MR. VERARDO: And you mentioned that
t hat was roughly in --

MR. PATTON: 2000 - -
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MR. VERARDO: -- 2000-2001.
MR. PATTON: -- 2001, yeah. And

you're saying they didn't report it to me --

MR. VERARDO: No.
MR. PATTON: -- and -- go ahead.
MR. VERARDO: They m ght have been

trying to figure out was it really a problem

or was it

a - -

MR. PATTON: Why do you say that?

MR. VERARDO: -- reporting issue.
Why do | say that?

MR. PATTON: Yeah.

MR. VERARDO: Because if this came
up, they would need to reconcile the books --

MR. PATTON: Ri ght .

MR. VERARDO: -- from both the
performance budget and -- remember, again, we
went off performance budgeting in 2000.

MR. PATTON: Um hum.
MR. VERARDO: So Freda is trying to

get the accounting shop back on the regul ar

budget .
at | east

t hi nk thi

So the reason | say in their defense,
in 2000-2001, is I'"m guessing do they
s is really a reporting error or not.

Now, the document you're showi ng me
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here means that they would be going back

t hrough a | ot of paperwork if this is attached
because that's showi ng that the Department of
Fi nance is saying there's a discrepancy.

MR. PATTON: Um hum.

MR. VERARDO: Now, how |ong it would
take Freda and Becky to reconstruct the
accounting and budget documents to see if it
was really a discrepancy or not, | don't know,
but | would guess at | east one fiscal year
because it took us more than one fiscal year
to back out of the performance budget.

After that though, | have no
expl anati on because at that point in time,
when you hit 2003-'4, | mean, the answer
shoul d have been, A, there's a big m stake or,
t wo, what gets reported to the Controller's

office is a completely different set of

paperwork, it's never going to match, it's
al ways going to be off, but |I'm guessing
because | have no answer for that.

MR. PATTON: And when you said --
you said that what they may have been doing in
2000- 2001 was trying to figure it out, but you

don't have any actual knowl edge -- you're
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noddi ng your head no.

MR. VERARDO: No, | don't have any
actual knowl edge ot her than the knowl edge t hat
Freda had to get the accounting system back on
a single accounting systemwith -- and all the
regul ar budget system that, you know - -

MR. PATTON: And she had to do that
when?

MR. VERARDO: That woul d have
been -- since | pulled us out in 2000, that
woul d have been the 2000-2001, 2001-2002
fiscal years.

MR. PATTON: So tell me again what

was going on then that she had to do. This is
when you - -

MR. VERARDO: Well, we have two --

MR. PATTON: -- were going on

performance- based budgeting?

MR. VERARDO: Yeah. As | understand
It, you know -- not as | understand it. We
had two accounting systems basically, one
reporting for performance budgeting, one
reporting on the regul ar budget system When
we went off performance budgeting, we woul d

have had to get all the -- there were seven
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pilot districts within the department. She
woul d have had to get those pilot districts
back on the regular accounting system

MR. PATTON: When did you go off of
performance budgeting?

MR. VERARDO: 2000.

MR. PATTON: Okay. So she's got to
get them off of that, and | guess | still
don't have enough of an appreciation for what
the difference was from condition accounting
st andpoi nt between performance-based budgeting
and - -

MR. VERARDO: From an accounti ng
standpoint, you'd have to ask Freda --

MR. PATTON: Yes.

MR. VERARDO: -- because she worked
with CALSTARS which was, | know, a big job
because it took us a couple of fiscal years to
figure out how to do the accounting for
performance budgeting. So |I'"m guessing that
It took at | east one fiscal year to get al
t he paper back into the regular budget system

MR. PATTON: Okay.

MR. VERARDO: But that still doesn't
explain the continued discrepancy. It mi ght
Page 59

Sarnoff, A VERITEXT COMPANY
877-955-3855




o N o 0o b~ W N P

11
12
13
14
15
16
17
18
19
20
21
22
23
24
25

explain it for a single fiscal year or maybe
even two, but it doesn't explain what |I'm
seei ng here.

MR. PATTON: Which is that it's
continued to the current time.

MR. VERARDO: Yeah, because at the
point in time that it was identified, then
what number is correct, what's reported to the
Department of Finance or what the Controller's
office is showing, and we're dealing with a
pretty archaic system so which number is
correct IS unusual . And two, | al ways
considered it the Department of Finance's job
to raise a red flag to us |like as if there was
a problem and to monitor that year after year
That's their job.

MR. PATTON: Which they did in '02

and ' 03.

MR. VERARDO: Which they did in '02
and ' 03.

MR. PATTON: Yeah. Did any --

MR. VERARDO: Now, if we had a
shortage of funds, if it weren't for the Bond
Act -- and by the way, in year 2000, 1'd |like
to point out, was our -- we say we had one
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good year in a row. We had all the revenue
and budget stuff we wanted in 2000. Those
were the good years under the Davis

admi nistration, and | don't mean good
politically, I mean good from a budgetary
standpoi nt Parks had a | ot of money
operationally and with the Bond Act, capital
outl ay wasn't.

So not having discrepancies reported
to me then, if we had known this discrepancy
and we had more in SPRF, even at that point in
time I'"m not sure we would have had the
ability to ask for more spending authority; in
ot her words, this money can't be spent without
t he Department of Finance authorizing --

MR. PATTON: Ri ght .

MR. VERARDO: -- the spending of

MR. PATTON: Ri ght .

MR. VERARDO: -- giving you spending
aut hority. " m not sure in these years we
woul d have asked for it. Depart ment of

Fi nance probably would have used it for
somet hing else, although they didn't need it

in these fiscal years. These were good years,
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however, |ike | say,
Then though you start
again.
MR. PATTON:
MR. VERARDO:
you (indiscernible -
MR. PATTON:
of the good ti mes.
MR. VERARDO:
MR. PATTON:
getting tough again.
MR. VERARDO:
MR. PATTON:
as '01 --
MR. VERARDO:
sure '02.
MR. PATTON:
years you were there,
started getting | ean
MR. VERARDO:
' 03.

PATTON:

retired early
MR.
MR. VERARDO:

anything getting so |

concerns we did of

one good year in a row.

to hit harder ti mes

So in 2000 --

And in harder times,

si mul taneous speaking).

- was really the peak

That's it.

And then things started

That's right.
Okay. In '"01l, as soon
As soon as '01 but for
So the | ast couple
in "02 and "'03, things
again?
Yeah. And again, |
Yeah.
But | don't remember
ean that we had the
the early '90s, but until
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recent times we didn't -- you know, where you

read in the paper about potential or closing

parks and all that. That, in my career, only
occurred in 1992, '93, '94, '95 where we were
really hurting on -- from a budgetary

standpoi nt.

MR. PATTON: Do you remember
anyt hing about the Off Hi ghway Vehicle fund?
Any (indiscernible - simultaneous speaking)?

MR. VERARDO: Of f Hi ghway Vehicle
fund, you know, had its own adm nistration,
even though that would go through Becky
obviously for reporting to the Department of
Fi nance, but because that was a trust account,
which is different than SPRF, | don't know if
anybody -- undoubtedly there's a
(i ndiscernible).

But |l et me explain my understanding
of it again. SPRF is not a trust account
whi ch means if the governor's office or
Department of Finance needs money that mi ght
be over in SPRF, that can be used for other
t hi ngs. The Off Hi ghway Vehicle fund is a
trust account, and it became a trust account

because the department was using the revenues
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in the Off Hi ghway Vehicle account before it
was a trust account for the general good of
the system because it was raising so much
money. The Off Hi ghway Vehicle community
basically | obbied successfully to make it a
trust account where the monies had to be spent
strictly within the Off Hi ghway Vehicle

Division or to grants to Off Hi ghway Vehicle

uses. So it couldn't be spent on other
t hings.

That's about all | know because |
never monitored their bal ances. We al ways
felt they had a -- there was al ways going to
be a surplus. It was i mpossible internally to
spend all the revenue that was being raised in

the Off Hi ghway Motor Vehicle fund.

MR. PATTON: Anybody ever tell you
about the legislature taking | oans against the
OHV account ?

MR. VERARDO: They took a | oan
agai nst the OHV account in one of the years
that | was still there, and the | oan had to be
pai d back. And if they took it recently, it
woul d have to be paid back, too. | understand

that the | egislature now has found a way
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around that though, reading between the |ines
i n the paper, and that's to capture the

doll ars before it enters the trust fund. I n
ot her words, as revenues are earned, the

| egi sl ature could take that in which case it's
bypassing the fund itself.

MR. PATTON: So it's a diversion of
the dollars before they hit the trust account?

MR. VERARDO: Yeah. Now, we have a
coupl e of other parks that operate |ike that.

MR. PATTON: Wai t . Let me ask you
about that.

MR. VERARDO: Yeah.

MR. PATTON: The Off Hi ghway Vehicle
community that | obbied to get this designated
as a trust fund, they ever complain, they ever
made aware that monies get diverted, get --

MR. VERARDO: Well, the | oan, at the
time | was there, the most --

MR. PATTON: What you just
descri bed, and | haven't picked the right
adj ective or adverb yet --

MR. VERARDO: Okay.

MR. PATTON: -- whether it's a

seizure of funds before they hit the trust
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account - -

MR. VERARDO: Yes.

MR. PATTON: -- or a diversion or --
| don't know -- a using of these and --

MR. VERARDO: Yes, a | oophole.

MR. PATTON: -- it's a loophole that
you're indicating to me is something the
| egi sl atures figured out how to take advantage
of ?

MR. VERARDO: | " m guessing it's LAO
or the Department of Finance figured out how
to do it. That is way after my time.

MR. PATTON: Okay.

MR. VERARDO: My time is the | oan.

MR. PATTON: So we don't know that
it's the | egislature --

MR. VERARDO: No.

MR. PATTON: -- or the LAO is
redirecting some funds before it hits the --
it could be Finance.

MR. VERARDO: It could be Finance.

MR. PATTON: All right. But you
have heard that that's occurred?

MR. VERARDO: |"ve -- yeah, but it's

rumor.
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MR. PATTON: Oh, it's rumor?

MR. VERARDO: Yeah.

MR. PATTON: We have no evidence of
t hat .

MR. VERARDO: This is after my time.
They have absolutely no evidence.

MR. PATTON: Based on anecdot al
compl ai nts.

MR. VERARDO: Based on -- yes.

MR. PATTON: Okay. All right.

MR. VERARDO: Because | don't talk

much about the department anymore. When |
left, | left. | did not want to go back as a
retired annuitant. | had a fantastic
thirty-two years. The day | left | loved it
as much as the day | started, but | was a
member of what | call the golden handcuffs.
was a peace officer. So staying | onger than

thirty-two years has no benefit.

MR. PATTON: So nobody ever talked
to you about we've had some wild disparities
and big swings in numbers in terms of
di sparate reporting to Controller and Finance
regarding the Off Hi ghway Vehicle fund?

MR. VERARDO: Not as | recall.
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MR. PATTON: Al'l right.

MR. VERARDO: That would be --

MR. PATTON: That would be what ?

MR. VERARDO: | was going to say, |
think I would remember if | was told

because

- you know, even though we were
dealing with capital outlay, if someone said,
hey, we got a twenty mllion dollar problem,
think I would have known.

MR. PATTON: Um hum.

MR. VERARDO: But now, no one ever
told me. | don't recall that at all.

MR. PATTON: Does it surprise you
seeing these numbers for the SPRF, that there
was a twenty million plus disparity and that
Tom Dom ch and Becky didn't talk to you about
t his?

MR. VERARDO: It would have
surprised me in here -- it wouldn't have
surprised me in here --

MR. PATTON: 2000 - -

MR. VERARDO: -- until they had an
answer .

MR. PATTON: Okay. So in 2001 or '2

when they start to get some answers, you are
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surprised.

MR. VERARDO: | am surprised. I f
didn't hear in here, |I'm surprised.

MR. PATTON: Okay.

MR. VERARDO: So I'"'m not so
surprised here if this is --

MR. PATTON: 2000.

MR. VERARDO: -- when it was first
i dentified, yeah, because | would have said,
okay, figure it out if they had --

MR. PATTON: Ri ght .

MR. PATTON: -- talked to me, but
" m sure that didn't --

MR. PATTON: Ri ght .

MR. VERARDO: -- because they're.
That was del egated to them. | take
responsibility, I'"mthe Deputy for Admi n, but
| didn't know it, | would suspect again that
they were trying to figure out why.

MR. PATTON: Yeah, i n 2000-2001.

MR. VERARDO: Yeah.

MR. PATTON: Okay. Al'l right. Now
" m going to et Mr. Rich ask any accounting
foll ow-up type questions in case he has any.

MR. VERARDO: And again, you can
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tell by my conversation |I'm not an accountant,

but 1'Il answer anything you have as well as

understand it.

MR. PATTON: You can probably
from my conversation |I'm not either.

MR. RI CH: Okay. Now, during
tenure at Parks, what would be the aver

percent of the budget funded by SPRF?

tell

your

age

MR. VERARDO: Percent of the budget

funded - -
MR. RI CH: Yeah.

MR. PATTON: Are you tal king about

the Parks' entire budget?

MR. VERARDO: l'"mtrying to
remember the pot --

MR. RI CH: Well --

MR. VERARDO: -- but |I'"m guess
thirty to thirty-three percent --

MR. RI CH: Okay. Yeah.

MR. VERARDO: -- of the entire
budget was SPRF.

MR. RI CH: Yes. Okay.

MR. VERARDO: That's a guess.

MR. RI CH: Okay. That's fine.

was just trying to get an idea.

I ng
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MR. VERARDO: And an equal amount --

alittle more than that would be General Fund,
so | think we're talking like -- let me make
it up -- sixty-five percent of our budget was

General Fund and SPRF.

MR. RI CH: Okay. Yeah. In terms of
performance budget or that process, do you
recall this being a target in variances shown?
Was t hat part of why you do a performance
budget, to see if you varied as to some goal,
i n other words actual versus budget?

MR. VERARDO: Actual versus budget.

MR. RI CH: Was t hat part of what you
needed to do it?

MR. VERARDO: Yes, that was -- there
were targets because performance budgeting is
concerned about results, what is fiscally
happening to the doll ars. That's what our
targets were. It's how much of the public was
getting served in their interpretation and
number of campfire talks. How wel | were we
doing with that. How much budget were we
allocating to that. What did the graph show
we could reduce the budget in interpretation

and keep the | evel of public service at a
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consi stent rate.

In other words, the moment the
public saying we're not |iking Parks'’
i nterpretive programs as much as we used to,
we woul d prepare a graph showi ng, okay, here's
how we' ve cut the budget and here's
di ssati sfaction going up. But as | ong as the
satisfaction |evel stayed at that eighty
percent, eighty-five percent range, then we
knew t hat we could take those dollars and put
them into enforcement or some other fund. So
that's the way the performance budget worked.
It wasn't the revenue targets under

performance budgeting or district revenue

targets.

Did that explain what you wanted?

MR. RI CH: Yeah. Were you involved
in preparing -- okay, let me back up. Did you

have any involvement in terms of the next
year's budget as far as esti mated
expenditures?

MR. VERARDO: No. That woul d have
been Tom Dom ch with Operations. Then once
the adm n and operation's budgets were

reconciled, then I would get involved, and we
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as the Director staff would discuss is this
realistic or not and how should we divvy it
up.

MR. RI CH: Did you have any
Il nvol vement in estimating revenue for the next
budget year?

MR. VERARDO: | didn't.

MR. PATTON: You didn't.

MR. VERARDO: No. That's, again,
operations were the estimator.

MR. RI CH: Ri ght . Okay. Was it
your understanding that the actual current
year fund bal ance for SPRF was part of the
budget process? In other words, the fund
bal ance affected ultimately what could be
spent for the next year? 1Is that the
rel evant -- did you understand my question?

MR. VERARDO: Yeah, | wunderstood
your question, and no, | never | ooked at fund
bal ance. My assumption was on what | was
being shown was this is what our budget was
going to be and here's how we were going to
break it up.

MR. RI CH: Okay. Al'l right. I

don't have any other questions.
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MR. PATTON: Thanks, Jeff.

MR. RI CH: Sur e.

MR. PATTON: Mi ke, do you have any
guestions?

MR. MATTSON: No, sir.

MR. PATTON: Okay. | think we've
asked you all the questions we can think of.
You've got my card if anything comes to

recoll ection, particularly about anybody ever

hi nting at disparities in numbers, but | get
the sense that's not |ikely to happen.
MR. VERARDO: No. In fact, let me

put one more thing --

MR. PATTON: Sur e.

MR. VERARDO: -- for you before we
cl ose, and that's that | | ooked in my files
because | kept some performance budget

i nformati on obviously --

MR. PATTON: Um hum.

MR. VERARDO: -- but unfortunately
It has nothing to do with this stuff. lt's
more how do you do a performance budget. So
| ooked t hrough all of my files and | had
absolutely nothing, and I wish | did, because

ten years is a long time to try to remember.
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But | had absolutely nothing on fund bal ance,

so why this would occur, because when | saw
this stuff, it obviously concerned me too.
And |I've seen this document before.

MR. PATTON: You've seen what
document ?
MR. VERARDO: " ve seen these
numbers before you showed them to me.
MR. PATTON: You' ve seen the
di sparity?
MR. VERARDO: |"ve seen the
di sparity in these years.
MR. PATTON: When did you see that?
MR. VERARDO: Because Aaron
Robertson asked me if | knew what the heck was
goi ng on - -
MR. PATTON: Oh.
MR. VERARDO: -- with this
di sparity, and | told him |l have absolutely no
I dea. The only reason | could think of a
di sparity in these years -- well, | can't
t hink of any reason here. The only reason |
could think of a disparity is because of an
error in the reporting and trying to get -- or

trying to get spending authority fromthe
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error going on, | don't -- it's not

expl ai nabl e.

MR. PATTON: You said the only

reason was error or to get spending authority

from the Department of Finance?

MR. VERARDO: Well, back in here,
you know, if you're -- | mentioned other
performance budgeti ng. If we were --

MR. PATTON: You' re pointing back at
95 when - -

MR. VERARDO: Yeah, i1t's not really
the disparity.

MR. PATTON: Yeah.

MR. VERARDO: lt's if we were making
mor e SPRF - -

MR. PATTON: Um hum.

MR. VERARDO: -- then we were
required -- | needed to know that because we
woul d, with operations, then ask for increased
spendi ng authority so --

MR. PATTON: Um hum. Well -- and

you kind of indicated early in the interview
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t hat one of the challenges was -- and how did
you put this, that when revenues in SPRF
exceeded expectations, predictions, one of the
dangers was that you were likely -- it could
i kely result in a General Fund cut --

MR. VERARDO: That's correct.

MR. PATTON: -- which happened
obvi ously, you said, back in "92, | think --
MR. VERARDO: Ri ght . If it were --
MR. PATTON: -- before you got to
Admi n.
MR. VERARDO: Yeah. If this is our

SPRF all ocation --

MR. PATTON: Yeah.

MR. VERARDO: -- and we have -- this
says additional spending authority --

MR. PATTON: Um hum.

MR. VERARDO: -- and we make this
every year, obviously Finance then is going to
make -- that's our required SPRF and this and
reduce the General Fund.

MR. PATTON: So they're going to
prod you - -

MR. VERARDO: Yeah.

MR. PATTON: -- to make a little bit
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mor e. They're going to move the bar up.

MR. VERARDO: That's right. And
that's -- | think that's a fair thing to do --

MR. PATTON: Yeah.

MR. VERARDO: -- within reason

MR. PATTON: Yeah.

MR. VERARDO: It's a fair thing to
do within reason. And it was during the
performance budget years, the agreement we
had, and it was a good deal for us was, okay,
if we make this, then we get to give a certain
amount of this out to the districts, and this
woul d be our spending authority, so we
woul dn't be reduced here, it was an incentive
program.

MR. PATTON: The performance-based
budget pilot ran from when to when?

MR. VERARDO: "95 to 2000 roughly.
'94 we began, but there was no budget as such.
So '95, "96, '97, '98, '99, 2000.

MR. PATTON: To 2000. You know,

It's interesting. You've actually kind of
i dentified by telling us about that -- and
what you just described is that the SPRF part

of the budget was based on a certain |evel,
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and in the '90s after budget problems with the
State in the early '"90s, the | egislature

want -- you were put on a performance-based
budget pilot to try to increase SPRF revenues,
and you were successful.

MR. VERARDO: Well, it wasn't a
performance budget pilot to try to increase
SPRF. There were five departments, six, but
one dropped out right away, that were the
pilots for the State of California on
performance budgeting with whatever that meant
for those (indiscernible - simultaneous
speaki ng) .

MR. PATTON: Yeah, yeah, but as far
as Parks. " m only tal king about Parks.

Par ks was one of the pilots.

MR. VERARDO: Par ks was one of the
pil ots, but increasing SPRF was not the goal
of the pilot. | didn't want to m slead you --

MR. PATTON: Real | y?

MR. VERARDO: -- and say -- it
wasn't the goal of the pilot. It was
efficiency --

MR. PATTON: Okay.

MR. VERARDO: -- and coul d we
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reduce - -

MR. PATTON: Al'l right.

MR. VERARDO: -- costs.
MR. PATTON: It may not have been
t he goal, but the result was --

MR. VERARDO: That was one of the
results.

MR. PATTON: You just -- because you
just draw in your notes a little chart that
showed growth in the SPRF revenue --

MR. VERARDO: That's right.

MR. PATTON: -- and as the
department realized consistent increased
revenues in SPRF, the legislature -- this gets
reported, the legislature sees that, and they
move then the bar up and they basically start
to assume then that, okay, SPRF is going to
realize at least this much revenue --

MR. VERARDO: Ri ght .

MR. PATTON: -- and we're going to
prod you to maybe even increase a little bit
more, and we're going to -- and they, in fact,

did increase the amount of SPRF appropriation
and did a correspondi ng decrease in Gener al

Fund - -
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MR. VERARDO: Correct.

MR. PATTON: -- in the md '90s.

MR. VERARDO: Correct.

MR. PATTON: Yeah. And it's
I nteresting to note that that's what was going
on in the '90s because then by the end of the
'90s the end of the disparity in terms of
what's not being reported in SPRF revenue
starts to grow.

MR. VERARDO: Starts to grow, yeah.

MR. PATTON: And it remains
undi scl osed throughout the 2000s. And | won't
go down too far --

MR. VERARDO: No, but --

MR. PATTON: -- and tell you what my
theory is, but |I got a theory.

MR. VERARDO: You see, this bothers
me as much as what the target years you're
tal ki ng about .

MR. PATTON: Yeah.

MR. VERARDO: | mean, (indiscernible
- simultaneous speaking).

MR. PATTON: You're | ooking at the
growt h peri od.

MR. VERARDO: Yeah, why didn't
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Fi nance say, since they're | ooking at

Controllers' stuff all the time --
MR. PATTON: Well, that's a good --
MR. VERARDO: -- because we're being
audi t ed.

MR. PATTON: That's a good question.
You know, |let me ask you that. That's a very
good question which Finance is going to get to
answer why because they were issuing memos,
they were aware of a disparity, and we'll see
what ultimately is explained in terms of that.
Just so you know, on September 17,
t he governor signed AB-1874, and it requires
t hat Finance and the Controller compare their
numbers. Just so you know.

MR. VERARDO: Good.

MR. PATTON: Now -- yeah. What was
| going to ask you? Oh, |I'm drawi ng a bl ank.
So why -- you say why weren't they | ooking.
Well, they were | ooking --

MR. VERARDO: Because we were
audi ted.

MR. PATTON: Oh, yeah. That's - -
t hank you. You were audited by --

MR. VERARDO: Depart ment of
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Fi nance - -

MR. PATTON: Uh- huh.

MR. VERARDO: -- our internal
audits --

MR. PATTON: Yeah.

MR. VERARDO: -- Bureau of State
Audits - -

MR. PATTON: Uh- huh.

MR. VERARDO: -- Legislative
Analyst's Office.

MR. PATTON: Everybody audit

MR. VERARDO: Yeah, and ther

never -- | don't remember a ti me wher

ed you.
e was

e we

didn't make space for an auditor. Now,

that's - -

MR. PATTON: Well, what | want to

know i s when an auditor -- when they
and do audits, what are they auditing
t hey auditing your -- they're | ooking
fund condition statements? Are they

MR. VERARDO: Some are | ooki
fund condition statements. Some are
at internal operations of our account
office, which was done multiple times

was t here. So let me say, by "multip

come i n

? Ar e

at your

ng at

| ooki ng
I ng
whi | e

| e
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times", two,

because there was never
Adm nistrative Service --

Admi ni strative Services part of

depart ment.

MR.

but | think it's more than that

not someone auditing
t he department but

t he
PATTON:

Um hum. So there were

mul tiple audits?

MR. VERARDO: Mul tiple audits.
That's why |'m amazed - -

MR. PATTON: That this was never
caught.

MR. VERARDO: -- and a big number,
yeah.

MR. PATTON: Especially while it was
growi ng.

MR. VERARDO: | wouldn't get
concerned probably about a six mllion even if
| had known about it --

MR. PATTON: Um hum.

MR. VERARDO: -- |I'd find out what's
wrong, but | would get concerned about these
numbers.

MR. PATTON: Yeah, when it's
growi ng.

MR. VERARDO: Yeah, absolutely.
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MR. PATTON: And growi ng by a
significant percentage. There's a fifty
percent bump from - -

MR. VERARDO: Yeah.

MR. PATTON: -- '"99 to 2000 --

MR. VERARDO: And | ' m surprised --

MR. PATTON: -- from 13.8 to twenty
mllion.

MR. VERARDO: -- like I said, that
Department of Finance didn't come up to us and
say, hey, you know, we got a problem here --

MR. PATTON: Um hum.

MR. VERARDO: -- and we woul d have

resolved it.

MR. PATTON: Um hum. Well, | think
part of the answer, just at |east a theory is,
based on their memo, is that they do see in

02 and '03, they issue memos, and they say,

| ook, you had a disparity fiscal year ending

‘01 and '02 of 22.7 and 26.8 mllion, and they
say rectify it because there's -- there is
some work to do then to -- because ny

understanding is that the fund condition
statement is going to include some things that

aren't included in the cash report to the
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Controller, primarily future anticipated

encumbrances that are not yet actual debts,

ri ght?

MR. VERARDO: Ri ght .

MR. PATTON: So there is a certain
amount -- because when -- just so you know,

that memo from '02 and '03, when you take the
whol e worl d of special funds and you combi ne
them in '03, the total disparities totaled
1.9 billion.

MR. VERARDO: Yeah.

MR. PATTON: Okay. But most of
this -- you know, almost all of this is
expl ai ned by differences in accounting
met hodol ogy and so there's some adjustments
t hat have to be made, from what | understand,
to account for primarily encumbrances. That's
not right? Jeff is nodding his head yes. So
it's a matter then of really pulling apart the
fund condition statement and making all those
adjustments and then seeing if you're able to
true it up to the cash report.

MR. VERARDO: Ri ght .

MR. PATTON: Yeah.

MR. VERARDO: Yeah. Il would -- it's
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not and so |'m noddi ng too.

MR. PATTON: And from what we can
see, all the different agencies, all the
control agencies that audited, evidently that
just -- that never happened. They never went
to that degree of reconciliation to see if the
bottom | ine cash matched up.

MR. VERARDO: Well, if the bottom
line is a system c issue throughout State
government, not a Parks and Recreation issue,
this is Park and Recreation issue, but that
memo didn't go just to Park and Recreation.

MR. PATTON: No.

MR. VERARDO: There's some - -

MR. PATTON: But we don't know that,
at the end of the day, how much of that is not
reconcil abl e.

MR. VERARDO: Correct.

MR. PATTON: We know that in the
SPRF - -

MR. VERARDO: Yeah.

MR. PATTON: -- this amount was not
reconcil abl e. Okay. So we're not here to
say -- you know, to conclude and we haven't

| ooked at all the other reconciliations --
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MR. VERARDO:
MR.
i n no position to say that

to every speci al

that's for

Yeah.

PATTON: -- so we're certainly

this is system c as

fund |isted there. And

Fi nance and LAO and everybody el se

to exam ne to make sure that there is no
systemi c issue.

MR. VERARDO: Absol utely.

MR. PATTON: Yeah. Okay. And as |
i ndi cated, there's an -- Assembly Bill 1874
passed, and it requires exactly that. That's
good.

MR. VERARDO: | have to say this on
the record. Isn't it a shame that it required
t hat ?

MR. PATTON: Well, you know - -

MR. VERARDO: You don't have to
answer that.

MR. VERARDO: | " m going to turn off
my recorder now.

MR. PATTON: All right. "' m goi ng

to turn off

concl ude the

(End of

ours as well, and we're going to

interview at 10: 23.

audi o)
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